Policymakers in Nigeria are aware of the importance of sustained economic growth as a macroeconomic policy. The paper is aimed at examining the effects of stabilization policy instruments on economic growth. We used modern econometric techniques and the empirical results based on annual data spanning the period 1981-2010.
INTRODUCTION
Gross domestic product is a measure of economic activity. Over the years, macroeconomic policies have been seen as important determinants of the level of economic activity in a country. The dependent segments of the population neither contribute to gross domestic product (GDP) nor national income. In addition, gross domestic product does not cover household production. Also since the dependent population does not earn income, why do we have income per capita rather than income per contributing population? Keynes (1936) opined that the ideas of economists and political philosophers are more powerful than is commonly understood.
Economists have measured economic growth using change in nominal GDP, change in real GDP, change in nominal GDP per capita and change in real GDP per capita.
According to the Central Bank of Nigeria (1995) economic growth is an increase in a nation's output of goods and services of various kinds as measured by the gross domestic product. In de Melo, Denizer, and Gelb (1996, p. 403) growth is represented by annual changes in real, officially measured GDP. The inward or outward shift in the production possibility frontier is synonymous to economic growth. Then what is
ECONOMIC GROWTH AND ECONOMIC POLICIES IN NIGERIA
In order to improve the performance of the economic system, governments do conduct macroeconomic policy. For achieving the objectives of macroeconomic policy, some well-intentioned instruments used by the central government, viz.: (i) monetary policy; (ii) fiscal policy; (iii) exchange rate policy; (iv) incomes policy; and (v) trade policy. Monetary policy, fiscal policy and exchange rate policy are the main stabilization policies used by central governments in developing and developed countries. Keynes (1936) advocated the need for the national government to manage aggregate demand using especially fiscal policy as well as monetary policy.
Sometimes, exchange rate policy is seen as part of monetary but it can also stand alone.
Fiscal, Monetary and Exchange Rate Policies
Discretionary fiscal policy is a deliberate effort by the government to achieve not only stable prices and full employment, but also economic growth, favourable income distribution, and equilibrium in the balance of payments, through the appropriate composition and size of its expenditure and tax revenue. Fiscal policy is essentially the province of the central (national) government. In Nigeria, there are three tiers of government (federal, state and local) with the Federal Ministry of Finance having the responsibility for fiscal policy. Thus total government expenditure is the sum of the expenditures of federal government, state governments and local governments.
Although each level of government collects specific revenues assigned to it, there is also what is called federally collected revenue whereby some revenues are paid by those who collect them into the Federation Account from where statutory allocations are distributed monthly to the tiers of government.
At the discretion of the federal government in Nigeria is monetary policy which is aimed at the nominal money supply, nominal interest rates, and credit availability.
The monetary authorities (Central Bank and Ministry of Finance) can and do influence both the money supply, the interest rate and credit availability. Exchange rate policy has a close link to the foreign exchange market which provides a vital international link between national financial markets. The federal government in Nigeria does not pay lip service to exchange rate in the foreign exchange market.
The Central Bank of Nigeria is responsible for Nigeria's exchange rate policy. Thus whenever necessary, the Bank gets involved in foreign exchange market intervention.
The main objectives of exchange rate policy in Nigeria are to preserve the international value of the domestic currency, maintain a favourable external reserves position, and ensure external balance (CBN, 1998) . Over the years, the exchange rate regimes in Nigeria have been fixed for some period and flexible for others (see Osinubi and Amaghionyeodiwe, 2004 and Ubok-Udom 1999 for details).
Over the quinquennium 1981-1985, the nominal naira/dollar exchange rate was in the range 0.6048 and 0.8924. The exchange rate increased to 1.2713 in 1986 and to 9.9 in 
Economic Growth
Economic growth which can be real growth or nominal growth refers to the process by which the economic output of an economy changes over time. 
LITERATURE REVIEW
Capital accumulation (physical as well as human capital) plays a prominent role in influencing a country's economic growth. Others are a country's economic and political environment in terms of openness to foreign trade, political instability;
internal competitive structure and the efficiency of its government (see Gould and Ruffin, 1993) .
Fiscal policy has a role in the growth process. The larger the share of government spending in gross domestic product, the lower is economic growth and investment (see Barro 1990 Barro , 1991 Barro , 1996 . Jones (1995a Jones ( , 1995b found little relationship between policy variables and long-run growth. Genberg and Swoboda (1987) found the growth rate of population (labour), real investment as a proportion of gross domestic product (GDP), real government capital expenditures as a proportion of GDP, export growth and real growth of the agricultural sector have a statistically significant positive effect on economic growth. The study showed that an erratic monetary policy and total government expenditures as a share of GDP are negatively related to economic growth. Also that only total government expenditures as a proportion of GDP was not statistically significant. Watchel (2003) found that the ratio of government expenditure to GDP has a negative and significant effect on per capita GDP growth.
Also, Commander, Davoodi and Lee (1997) observed that government consumption has a negative effect on growth.
In the economic literature, investment in general has a positive effect on economic growth. According to DeLong and Summers (1991) , equipment investment (consisting of investments in machinery and equipment) has large effects on economic growth. Espinosa and Yip (1995) examined the growth impact of alternative fiscal and monetary policies and that "when government spending is non-productive the growth maximising financing is always pure rather than mix scheme" (p. 33). Also Espinosa and Yip (1995, p. 34) found that when government expenditures are productive they will be growth enhancing if such expenditures can be financed in a deflationary fashion. Arguably, relatively infrequent but major changes in policy regimes, either fiscal or monetary, may have important long-run effects on economic performance (Balke 1991, p . 75) Eugeni et al. (1992) selected the following levels of interest rates for investigation:
the federal funds rate, treasury constant bond rates, the 3 month euro dollar rate, the 6 month commercial paper rate, and the BAA corporate bond rate. Goodness-of-fit tests
show that all these interest rates are negatively correlated with real GDP, which
indicates that an increase in interest rates this period is associated with a decline in real output (Eugeni, Evans and Strongin 1992) . Akhtar and Harris (1986-87) examined changes in interest effects on real economic activity and concluded that the net effects of changes in interest rate in the economy have not declined.
Empirical results from Ajisafe and Folorunso (2002) showed that monetary rather than fiscal policy exerts a great impact on economic activity in Nigeria. They further asserted that emphasis on fiscal action of the government has led to greater distortion in the Nigerian economy. In the same vein, Yakubu et al (2013) found that money supply and government revenue have more positive impact on price and economic growth in Nigeria specifically in the long run. This result corroborates Ajisafe and Folorunso (2002) . Udah (2009) The present study seeks to overcome some of the drawbacks of previous studies by using both growth accounting and national income accounting, stationary time series
and a simple growth model that captures four of the five macroeconomic policies that are related to real economic growth. Fiscal policy, monetary policy, trade policy and foreign exchange rate policy are "economic policies whose effects can be captured through an aggregate production function of the economy" (Kydland and Zarazaga 1997, p. 32) .
To be sure, classical economic growth theory has been overshadowed by the neoclassical and new growth theories. "By the end of the 1960s, economists had a fully worked out theory of economic growth …Since the mid-1980s, there has been a new surge of interest in the theory of economic growth" (Begg et al., 2000, p. 511 ).
The academic growth literature now has competing views on growth-a neoclassical theory and the recent endogenous (new) growth theory. The neoclassical economic growth theories (or models) started with the Harrod-Domar Growth Model and the Solow Growth Model with both models using the standard assumption that aggregate output (Y) is produced using capital (K) and labour (L) as primary inputs.
The Harrod-Domar model assumed fixed factor coefficients, like capital-output ratio.
It also assumed that the capital-output ratio (k) equals K/Y and that the saving ratio(s) (1990, 1987, 1986) , Gene Grossman and Elhanan Helpman (1991), Lucas (1988) , Rebelo (1991) and Coe and Helpman (1995) to mention just a few. In the New Growth Theory, that is, endogenous growth theory, physical capital (K), human capital (H), labour (L) and technical knowledge (A) are treated as factor inputs in the production of domestic economic output (Y). A is an input which is different from K, H, and L. Whereas technical knowledge is considered "partially excludable" and : 2231-3699 10 "non-rival", the others, that is, physical capital, human capital and labour are considered "fully excludeable" and "rival" in the production process.
DATA, METHODOLOGY AND ESTIMATION RESULTS

Data and Methodology
The effects of monetary, fiscal and exchange rate policies can be captured through an economy-wide production function with constant returns to scale as well as the usual neoclassical properties (see M nas-Anton 1987):
Where, Y denotes aggregate output, A denotes the level of technology (or state of technology or level of multifactor productivity), K physical capital, H human capital, and L labour. There are competitive markets in an competitive economy and based on economic theory, the optimal quantity of each factor input is determined by employing additional units till f i /p i = f j /p j , for i≠ j=1, 2, …n where f i =δf/δX i with p i denoting the price of factor input and i and X i denoting quantity of factor input i.
The logarithmic derivation of equation (1) 
2) can simply be written as: 
where the symbol ^ on top of a variable indicates a growth rate, α is the output elasticity with respect to capital, β is the output elasticity of human capital and θ is the output elasticity of labour. We also know from national income accounting that there are aggregate final demand components with the identity 
Where Y is national income (=economic output), C is personal consumption expenditures, I is gross private domestic investment, G is government expenditures, X is total exports, M is total imports, and net exports is X-M. From equation (4) According to economic theory, high interest rate has a negative effect on capital accumulation and therefore curtails economic growth. We shall use three measures of interest rate (prime lending rate, maximum lending rate, and monetary policy rate).
Government capital expenditure (measured by the share of federal government capital expenditure in GDP) is included as an explanatory variable for investment and the expectation is that the coefficient will be positive. "Changes in the money supply initially affect the rate of interest. The consequent change in the rate of interest affects aggregate economic activity" (Vane and Thompson 1985) . On the basis of the economic literature, we hypothesize that money supply growth and government capital expenditure have a positive effect on growth.
It is universally agreed that a reasonable and sustainable growth in exports of goods and services, ceteris paribus, enhances foreign exchange earnings and hence affects the nominal exchange rate. Rising nominal exchange rate promotes investment which would contribute positively to economic growth. So we expect the naira exchange rate to have a positive effect on growth. 
The dependent variable is real GDP growth (GRO). The independent variables are fiscal policy instruments (FIS), monetary policy instruments (MON), exchange rate policy instruments (EXC). Following Genberg and Swoboda (1985), M nas-Anton
where ε is a random error term. The error term is assumed to be independent of the explanatory variables and normally distributed. Firstly, FIS which is expected to be positively related to economic growth can be either PEX (the ratio of government expenditures to the value of output) or CEF (the ratio of government capital expenditures to the value of output). Secondly, MON which is expected to be negatively and/or positively related to economic growth can be M2 money supply growth (MG), or any of two measures of interest rate (prime lending rate of banks (PRM), maximum lending rate (MAX) and minimum rediscount rate (MRR) which is now known as monetary policy rate). Thirdly, GEXC is growth of nominal naira exchange rate and is expected to be negatively related to economic growth. Ganapolsky and Vilan (2005) , Goldberg and Keitter (1997) , Ubok-Udom (1999), Hung (1992-93) , and Campa and Goldberg (2002) Nigeria does not publish real interest rate data and as such we do not intent to calculate such for this study.
Correlation and multiple regression analyses were used to achieve the first and second objectives. Specifically ordinary least squares regression technique from the EViews econometric software package was used. The Gauss-Markov theorem provides the theoretical justification for the popularity of the ordinary least squares. We investigate the time series to test whether the relevant variables are integrated. Using the PhillipsPerron test we can investigate the presence or absence of unit roots: the null hypothesis states there is a unit root whereas, the research hypothesis states there is no unit root (that is, stationary).
Regression Results and Discussion
The data for 30 observations used for the analyses are shown in the appendix. Table   1 show one co-integrating equation at the 5 per cent level of significance. On the other hand, models 2 and 3 have two co-integrating equations hence, the variables move to equilibrium in the long run for each model. The short-run disequilibrium for a static time series can be corrected using the error correction mechanism. ECM is conducted in the existence of at least one co-integrating equations. This implies that models 1, 2 and 3 had a good fit. We considered the null hypothesis that coefficients of the independent variables are jointly equal to zero for Model 3.
Under the null hypothesis that the coefficients are jointly equal to zero, the F statistic is greater than the critical value at the 5 percent significance level. Monetary policy instruments such as maximum lending rate (MAX) and minimum rediscount rate (MRR) have a clear positive effect on the growth rate. Only prime lending rate of banks (PRM) has a negative effect on growth rate. A critical analysis of prime lending rate of banks in Nigeria reveals that it is always higher than ideal situations. 
